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BEFORE THE PUBLIC UTILITIES COMMISSION 

OF THE STATE OF CALIFORNIA 

Order Instituting Rulemaking to Integrate 
Procurement Policies and Consider Long-Term 
Procurement Plans. 

R.06-02-013
(Filed February 16, 2003) 

NOTICE OF EX PARTE COMMUNICATION 

Pursuant to Rule 8.3 of the Commission’s Rules of Practice and Procedure, 

the Independent Energy Producers Association (“IEP”) provides the following notice of 

ex parte communication. 

On Friday, November 2, 2007 at 11:00 a.m., a meeting was held between 

representatives of IEP and representatives of President Peevey.  In attendance for IEP 

were Steven Kelly, Policy Director of IEP; Margaret Meal, outside consultant for IEP; 

and Brian Cragg, outside counsel for IEP.  In attendance from President Peevey’s Office 

were Nancy Ryan, Chief of Staff to President Peevey, and Andrew Schwartz, advisor to 

President Peevey.  The meeting took place at the Commission’s offices and was initiated 

by Mr. Cragg.  The meeting lasted about 55 minutes. 

During the meeting, Mr. Kelly outlined the current treatment of debt 

equivalence in the evaluation of bids in competitive solicitations for electric generating 

resources.  Ms. Meal described debt equivalence associated with utilities’ purchases 

under power purchase agreements (“PPAs”) and how its impact was evaluated by the 
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credit rating agencies.  She explained that debt equivalence was not a direct cost and that 

it has no impact on the balance sheets of the purchasing utilities.  She explained the 

importance to rating agencies of regulatory mechanisms and legislative assurances for 

recovery of the costs incurred under a PPA.  She then described what happens with 

regard to debt equivalence when a California utility enters into a PPA.  Mr. Cragg stated 

that consideration of debt equivalence in the evaluation of bids in competitive 

solicitations tilted the evaluation in favor of utility-owned projects and projects with 

lower capacity costs and shorter contract terms, even though the Commission’s policy on 

renewable power and greenhouse gas reduction might encourage projects with relatively 

high capacity costs.  For that reason, among others, debt equivalence should not be 

included in the evaluation of PPA bids.  Ms. Meal stated that focusing only on one 

possible risk in bid evaluation while ignoring the risks that PPAs enable the utility to 

avoid skewed the evaluation.  Finally, Ms. Meal explained how any debt equivalence 

impacts on credit quality are accounted for in cost of capital proceedings where all of a 

utility’s risks can be evaluated and where utilities can be compensated for any adverse 

impacts of debt equivalence. 

Four documents were used during the course of this meeting: 

1. A one-page document entitled “IEP Meeting on Debt Equivalence.” 

2. A table listing risks associated with power plants and showing how 

those risks are allocated. 

3. A chart showing the California utilities’ bond ratings. 

4. An excerpt from IEP’s Opening Brief. 
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Copies of these documents are attached to this notice. 

To obtain a copy of this notice, please contact Melinda LaJaunie at Goodin, 

MacBride, Squeri, Day & Lamprey, LLP, 505 Sansome Street, 9th Floor, San Francisco, 

California 94111, (415) 392-7900. 

Respectfully submitted this 7th day of November, 2007 at San Francisco, 

California.

GOODIN, MACBRIDE, SQUERI, 
DAY & LAMPREY, LLP 
Brian T. Cragg 
Vidhya Prabhakaran 
505 Sansome Street, Suite 900 
San Francisco, California  94111 
Telephone: (415) 392-7900 
Facsimile: (415) 398-4321 

By  Brian T. Cragg
         Brian T. Cragg 

Attorneys for the Independent Energy 
Producers Association 
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CERTIFICATE OF SERVICE 

 I, Melinda LaJaunie, certify that I have on this 7th day of November 2007 caused 

a copy of the foregoing  

NOTICE OF EX PARTE COMMUNICATION 
 

to be served on all known parties to R.06-02-013 via email to those listed with email on 

the most recent service list on the CPUC website, and via U.S. mail to those without 

email service.  I also caused courtesy copies to be hand-delivered as follows: 

Commissioner Michael R. Peevey 
California Public Utilities Commission 
505 Van Ness Avenue, Room 5218 
San Francisco, CA  94102 

ALJ Carol A. Brown 
California Public Utilities Commission 
505 Van Ness Avenue, Room 5103 
San Francisco, CA  94102 
 

ALJ David K. Fukutome 
California Public Utilities Commission 
505 Van Ness Avenue, Room 5042 
San Francisco, CA  94102 

ALJ Kenneth L. Koss 
California Public Utilities Commission 
505 Van Ness Avenue, 5th Floor 
San Francisco, CA  94102 

 

 I declare on penalty of perjury under California law that the foregoing is true.  

Executed this 7th day of November 2007 at San Francisco, California. 

       /s/ Melinda LaJaunie 
       Melinda LaJaunie 

2970/005/X94112.v1  
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